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State cable TV regulators have a
delicate balancing act ahead of them:
uying to force cable TV companies to
provide better servil~e and become
more responsive to customer com
plaints while not driving up cable
tates.

.There's no doubt that dealing with
your local .cable company can be a
deeply frustrating experience. Hun
dreds of subscribers across the South
have complained to local selectmen
and. cable committees in recent
Ip.onths, telling of unconscionable
phone delays in trying to reach a
~ustomer service representative or
waiting for a service call at home.
Others have complained about high
pressure telephone marketing prac
tices. Statewide, complaints against
c~ble operators filed with the Depart
ment of Telecommunications and En
ergy doubled last year.

In response, the state has proposed
new regulations that would, among
other things, require cable companies
10 answer all customer service tele
phone calls within 30 seconds, day or
night; to make installations in the
.eJ1ening and on weekends, and within
one week of a request, and to disclose
t.~e full terms of any sales offer.

Many subscribers will welcome such
;regulations-and the stiff monetary
penalties that would be imposed for
violations. Unless, of course, they re
sult in higher rates. That's just what
cable operators say is likely to happen.

At a state hearing this week, Glen
:Dawes of Pembroke-based Harron
Communications, which has 30,000
SUbscribers in four South Shore towns,
said having to staff his office 24 hours
a day to answer the phone would
"impact rates dramatically."

It's obvious that the effect of such

regulations can be quite different on a
small company like Harron (which
incidentally had just three complaints
filed against it with the state last year)
and giants like MediaOne or Time
W'arner.

At the same time, customers have a
right to expect that complaints will be
aIlswered promptly, that installations
aIld repairs will be scheduled at times
convenient for working people, and
that they will not have to put up with
aggressive, misleading sales pitches.
But rigid, one-size-fits-all regulations
may not be the best way to achieve
that.

One way to improve cable service is
through competition, an option that
hasn't been available until now. But
with changes in technology and com
ing deregulation, competition is look
ing like a possibility, at least for the
more densely populated suburbs. One
company. RCN~ has expressed interest
in competing against established cable
providers in half a dozen South Shore
communities.

Consider the outcome in Somerville,
where RCN began competing with
Time Warner in January. Somerville
was the only Massachusetts communi
ty Time Warner operates in where it
didn't ask for a rate increase this year.
And a Somerville official told the
Quincy City Council last month that
Time Warner has become a better
company, with fewer customer com
plaints, since the coming of competi
tion.

Ifnew state regulations are adopted,
they must be flexible enough not to
impose an undue hardship on small
existing cable operators or to inhibit
the competitive atmosphere in which
market forces can result in better,
cheaper service.
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s "Ipctric companies seek Ill'W rcv~

CIllJ(' opportunities in nlllltradi
1ional businesses, be aware that
when you step on someone else's
turf, the reception may be less

than cordial. If that turf just happens to
he one that has not known competi
tlon, l~xpect that any and all tactics will
be used to delay or prevent competi
tion from upsetting the status quo. At
Boston Edison, as our joint venture
with RCN C~rporation contends with
the entrenched cable TV operators in
the Greater Boston area, we know that
from experience.

Nationwide, federal, state, and local
government officials must see these
tactics for what they are and resist the
temptation to restrict entry into the
marketplace. The freedom of formerly
regulated utilities to move into nontra
ditional enterprises must not be hin
dered in the mistaken belief that
competition is being protected. In
deed, ifthe regulatory structure is used
to handicap utilities, the results may
benefit selected competitors-not
competition-and actually delay or
eliminate the benefits of industry re
structuring to consumers. As energy
companies venture into the competi
tive world, the consumer alone must
have the opportunity to decide the
winners and losers.

As I told the New York Times during
an interview about industry restructur
ing, the big change is that customers
now have choices they have never had
before. Those choices in turn will re
shape the economics of energy and
many other industries. A metamor
phosis of the electric utility industry
from a totally regulated to a partially
regulated one is already making a sig
nificant contribution to the consumers
and the economy of Massachusetts.
Electric rates for residential and busi
ness customers have been flat or de
clining during the last five years and
will drop an additional 10-15 percent
in 1998. As the competitive electricity
market develops, those customers will

Tom May is chairman, president, allli (FI) of
Boston Fdison Company.

see further reduu:ons as they shop for
suppliers. And as new and larger gen
eration companies enter the energy
market, the statr will be powered by
newer, cleaner, and more economi
cally efficient plants. Over the next
three years, for example, the new
owner of Boston Edison's fossil-fueled
power plants, Sithe Energies, plans to
spend more than $1 billion to build
new generation capacity in the Com
monwealth.

Better still: In addition to reduced
energy costs and a more competitive
business environment, Massachusetts
consumers are receiving expanded
menus of products, services, and com
petitive pricing as electric companies
develop opportunities for growth.
Consumers are readily accepting
newly created business ventures in
voice, video, and data. Boston Edison,
for one, has supported the new market
as essential for innovative business
strategies that Introduce new tech
nologies. This changl' in the husiness

Executive and customer. CEO Tom May and a
map ot Somerville, which already enjoys ben
elits trom the Boston Edison!RCN venture.

environment means consumers, com
munities, shareholders, and state
economies will share the benefits.

But only if unnecessary obstructions
a-re not permitted to retard progress 01

to prevent new players from entering
new markets.

More Choice
As Boston Edison assessed its strategic
opportunities in a restructured electril'
industry. w~ focused on our core busi
ness and what we do best, and we ar
rived at the logical determination that
we were and would continue to be a
wires-based delivery company.

We have always been a wires-and
pipes company, delivering kilowatts
and (for many years) steam to con
sumers in the Creater Boston area. We
have also operated a fiber-optic system
that carries data for remote substation
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classic example of the convergence 01
energy and telecommunications re
sulting from the deregulation (or, per
haps more correctly, the reregulation)
of both industries.

The Boston Edison/ReN strategy is
to pursue an aggressive marketing
campaign that will bring cable TV cus
tomer choice to Boston and 47 other
cities and towns over the next three
to five years. In less than two years,
the venture has obtained open video
system agreements and franchises in
several communities, and system con
struction is underway in Boston,
Somerville, and Arlington. The joint
venture has been contacted by com-

operations. So, enll'llllg Ihe telecom
llilillications bUSIIH'S" meant simply
building on our male than a century at
l'xperience of delivering our product
by wires. We enhanced Ihat experience
with the high-tech telecommunica
tions expertise of HeN, a young facili
ties-based provider

The joint venture with HeN, an
nounced in late 1996, is new, and so is
what it brings to the market It offers
consumers a diversity of services in
cluding local and long-distance tele
phone, high-speed internet, and cable
TV. We are delivering added value to
our customers and continuing to do
what we do best. The joint venture is a

A s electric companies prepare to step into new area, they have to berea.d.y for fran
tic protestations, even fabrications, from the old guard. Here, for ex.e.rnPle, is the

myth and the reality of Cablevision System's allegations as they try to delayor stop the
Boston Edison/RCN joint venture.

Myth: Boston Edison cheated its customers by diverting assets to ReN.

Reality: Boston Edison still owns the fiber-optic network. MCI and Teleport rent space
on the system, and rental payments that exceed capital costs benefit Boston Edison
customers. The joint venture and several other cable companies all pay the electric
company the same pole attachment fees, which also benefits its customers,

Myth: Boston Edison/RcN has an unfair advantage over Cablevision.

Reality: Again, Boston Edison/RCN and Cablevision pay the same pole attachment
fees. Moreover, Cablevision's system has been operating for several years in the Boston
area, which has offered the cable operator an excellent opportunity to establish a
reputation for price and quality of service. The joint venture is investing hundreds of
millions of dollars to build a modem system and will have to win customers from the
incumbent provider.

Myth: Profits or financial gains from the joint venture should be used to reduce elec
tric rates.

Reality: Federal and state regulators have long held that unregulated investments
should be completely separate from electric rates. The Massachusetts attorney general
and Department ofTelecommunications and Energy (DTE) require that electric cus
tomers be insulated from the risks of unregulated subsidiaries. Because joint venture
investments were made by shareholders. electric customers cannot be affected by
profits or losses that result. By investing their dollars in unregulated subsidiaries. the
shareholders assume both the risk of the business and the potential profit from suc
cess. If electric customers are to benefit from investments in unregulated subsidiaries,
then it is logical to assume they will also share in the financial burdens of unsuccessful
subsidiary ventures-but that's simply not how it works.

Myth: Boston Edison has used electric customer money to construct the fiber system
for the venture.

Reality: Boston Edison's fiber-optic system and the costs to construct it are not in
cluded in the electric company's electric rate base, period. Costs that are included in a
utility rate base are a matter of public record. and DTE carefully scrutinizes all electric
utility rates to ensure that all cost items conform with regulations.
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I N MOST COMMUNITIE'.

NATIONWIDE, IF CABLE

CUSTOMERS ARE NOT

HAPPY WITH THE PRICE,

SERVICE QUALITY, OR PRO-

GRAM OFFERINGS OF THEIR

CABLE SYSTEM, THEIR ONLY

CHOICE IS TO GO BACK TO

THE ANTENNA OR INSTALL

A SATELLITE SYSTEM.

BUT THANKS TO THE TELE-

COMMUNICATIONS ACT OF

1996 AND THE DEREGULA-

TION OF THE MASSACHU-

SETTS ELECTRIC UTILITIES,

BOSTON EDISON'S JOINT

VENTURE WITH RCN HAS

PROVIDED A TRULY VIABLE

OPTION.
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liccable, In g('III'I;t1 {Ill' Vl'ntlll(' Iia,

['{'ccived a Ileall\ WClcllllll' 11'0111 COI1l
mUl1itie" locill gml'll1nlCl1t official"
and CUSlomCI, wllo ll;l\Ie grown wear\,
of questionabk tl'lecol1lmunication,
service and rapid" rt,ing price" i\fter
all, COnSUl1lel, Itlday have a choice of
what airline thl'\ !lv, whal bank thevdo
business with, whal {elcpllOne selvice
they use, and whilt electricity producel
they purchase kilowatts from. Now, as
they sit before Ihell IV set at home,
they wonder \\'hv they don't have a say
in which compal:y delivers theil '1'\

programs. Why can't they tell their
cable provider that' they don'i'like the
price or the quality of their service?
Why can't they say that they demand
the right to choose another cable com
pany to bring their entertainment into
their home?

With our presence in the market.
Somerville, just outside of Boston, is
now one of the' first communities in
the nation to offer residents a choice of
where they get their cable service. No
longer are they stuck with the take-it
or-leave-it approach to cable TV.

They are fortunate. In most coml1lu
nities nationwide, if cable customers
are not happy with the price, service
quality, or proglam offerings of theil
cable system, theil onl,y choice is togo
back to the antenna or install a satel
lite system. nut thanks to the Tele
communica{ ions Act of 1996 and the
deregulatiolJ of the Massachusells
electric utilili('s, Boston Edison's joint
venture witll {H\ has plovided a truly
viable option.

Crying Foul
Over the pasl few years, we have seen
numerolls electric companies cr('ate
unregulall'd suhsidiarie, to markel
electricity, nat ural gas, and cncrgy-

Captive audience. From April 1997 to April

1998, the rise in cable TV prices averaged 7,9

percent-over five times the inflation rate

1'11[( II'l[( 1 plllgi dill',. Illl'lt' dlt' sllmc
11'11I1I11" Inlllll'll'('Olllnlllllicdtions, blll
Ililll tile l'\('('plion of a few, most of

1111',1' Ildll' 1H'l'n limited in scope and
gelll'lall\' lll\olved only telephone ser
\'itT, The {('Iephone industry by now is
quite accuslomed 10 competition. I be
lieve the Boston Edison/HeI\ venture
hrings an l'ntirely new perspective to
electric utililies that are moving be
\'ond theil traditional field,

llul vou can't please all the people all
the time. Cable TV companies don't
cherish Ihe idea of a new kid coming
into town to take away their custom-



,f ,d 111.11 industry', reaClII;I) ha,
111'('11 'illal and predictable Irrlm lh

111<l'pl(On, the industry has ran'ly ',een
1\\:0 cable operators doing busill(''>s ill
,he same community

In the communities that do have
more than one cable operator. the re
sults could be unsettling for a turf-pro
tecting industry. An article in the
Boston Herald in December 1997
pointed out that Anne Arundel County
in Maryland, for example, has had two
competing cable companies for the
past 10 years" Victor Sulin, the assistant
planning director in Annapolis, says

thai compared to (H'lghboring cable
systems, the county's cable rates have
been $2-$4 cheaper per month and
service has been much better due to
the competition. Most of us have been
accustomed to having one electric
company, one telephone company,
and one cable TV company in our com
munity. Due to technology and con
sumer awareness, we now have choice
for buying electricity and telephone
service and-sorry cable industry-
also cable TV.

The Federal Communications Com
mission (FCC) estimates that consum-

ers could experience a 20-50 percent
price reduction in competitive cable IV

markets, You can get an inkling as to
why traditional cable TV providers are
worried. The two largest incumbent
cable TV proViders in our area are
Cablevision Systems and Time Warner,
multiple system operators that, along
with a handful of others. control about
87 percent of the market. (Direct
broadcast satellite companies serve
the balance.) If we assume the FCC's
most conservative estimate of a 20
percent price reduction due to compe
tition, Cablevision could see reduced



Contrary to cable industry claims, Boston
Edison's tiber system and costs to build it
aren't included in the company's rate base.

revenues in the range of $280 million.
Time Warner could see \997 revenues
of $4.2 billion drop by about $840 mil
lion.

Where there's competition, prices
fall. Hecently, Time Warner announced
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an average cable TV rate increase of
more than \0 percent for the commu
nities it serves in the Commonwealth.
The exception was Somerville-where
Boston Edison/HlN has a franchise and
is rapidly completing a new fiber-optic
delivery system.

The favorable consumer impact of
competition in cab/(' IV --in terms of
both price ,Ind pro(iJl<"~ also has heen

demonstrated clearly in the Midwest.
When Ame'ritech entered one Michi
gan community, Time Warner added
17 channels to its total package and
dropped the package's monthly rate
from about $G6 to abDut $3G. In an
Ohio community, CabIevision added
20 channels to its package and reduced
the rate from about $4\ to about $32.
With the advent of competition in two



New services, new options. With the Boston
Edison!RCN joint venture, customers have an
other choice in local and lang-distance tele
phone service.

Michigan communities, incumbent
cable provider Media One added 20
channels to its service, dropping rates
from more than $53 to just under $33.

Cable Cabal
The cable TV industry has tried to use
regulatory and legal tactics, coupled
with an active media presence, in
hopes of delaying or eliminating com·
petition. In RCN'S entry into both the
Boston and New York City markets, for
example, the company experienced
difficulty in gaining access to program·
ming owned or controlled by the large
cable companies. In Massachusetts,
Cablevision and Time Warner both
filed for exemptions from price regula
tion, claiming that competition al
ready exists. The real competitioll, 01
course, is the joint venturc llll'v con
tinuc 10 try 10 stop.

!i: \\ t

tril' \ ilidll,\I\' ,,.\,
been Ill' '"lIaled ill1d Illl\

totallv ,ji'II'gulated has
also pHlllded the cahll'
industl \ with additional
oppor1ulilties to hinder
competItion The cable
providers tried to intro
duce language into the
Massachusetts electric
indus11 v restructuring
law to keep electric utili·
ties from participating in
telecommunications ac
tivitie~. This attempt was
obvio\lsly in direct con
flict with the 1996 Tele
communications Act.

In another manipula-
tion of the regulatory

p Probc
I
ess, the incumbdent

! ca e operators trie to
~ intervene in the approval
~ of the !{oston Edison re
~ struc\ uring plan and of

the formation of a Bos
ton Edison holding company, which is
required to implemell t the restructur
ing plan. Again, the cable industry has
sought consistently to keep electric
companies out pf telecommunica
tions.

Further, while 1h' cable operators
reached settlemenh on pole-attach
ment price increases with the other
utilities in the state, they decided to
pick a fight about Boston Edison's in
crease-the first in 25 years-and filed
a complaint with the Massachusetts
Department of Telecommunications
and Energy (UTE). Olle cable operator,
alleging a wide range or violations, has
requested a DTE investigation into the
Boston Edison/Rc '\ ioint venture.

It's the Customer
According to some in the media, the
Boston situation IS a brawl. [n fact, it
does tempt one til let the competitive
juices flow and to develop a killer in
stinct. In launching its allegations, the
cahle industry has Incorporated some
pn'tty strong lal\guaw', and we our-

I N MASSACHUSETTS,

CABLEVISION AND TIME

WARNER BOTH FILED FOR

EXEMPTIONS FROM PRICE

REGULATION, CLAIMING

THAT COMPETITION AL-

READY EXiSTS. THE REAL

COMPETITION, OF COURSE,

IS THE JOINT VENTURE

THEY CONTINUE TO TRY TO

STOP.

THE FACT THAT THE

ELECTRIC UTILITY INDUS-

TRY HAS BEEN REREGU-

LATED AND NOT TOTALLY

DEREGULATED HAS ALSO

PROVIDED THE CABLE IN-

DUSTRY WtTH ADDITIONAL

OPPORTUNITIES TO HINDER

COMPETITION.
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~,,'iH" Ii"vc givcn ,;crIUU'; thOllf;hl 1(1

(llll1ll1g IHIt punching. But III till' lJlIlad
VICI>\'. WI.' realize that this is nOl ahout
cahie IV, nor is it about the joinl ven
lUre. It is not about, nor should it be
about, protecting or insulating indi
Vidual competitors. This is abow pre
serving economically and
socially healthy competi
tion. It is about the cus
tomer.

Last March, we filed a re
sponse to a Cablevision
motion which asked OTE to
delay approval of Boston
Edison's holding company.
We also issued our only
press release on the mat
ter-we felt it was neces
sary to clarify our position
publicly for our customers,
shareholders, and employ
ees. We pointed out that
Cablevision's motion was
an effort to protect its mo
nopoly; and we noted that
OTE had previously rejected
Cablevision as a full par
ticipant in the holding
company proceeding be
cause the company's inter
ests stemmed from those of
a competitor, "not from the
concern of Boston Edison's
customers." We also noted
that Cablevision's motion
raised other issues that
have been repeatedly re
jected by DIE. (Last April,
by the way, DIE approved the forma
tion of the new holding company, BEC

Energy.)
Our basic arguments are broadly ap

plicable. There is a national recogni
tion that competition is essential and
that some obstructions are unneces
sarily curtailing the maximum benefit
for consumers.

"Two years after Congressional pas
sage of the landmark Telecommunica
tions Act, many communities still have
not seen the promised savings and
choice in local telephone and cable
service," according to the February 5,
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199B. Business Wire "This is primarily
due to local monopolies blocking com
petition. Estimates say that consumers
are losing $10 billion in savings every
year without competition."

"We have a fundamentally good
statute," states FCC chairman William

As the worlds of electricity and telecommuni
cations Intersect, a technolollV- and consumer
driven compelillve market Is developing.

Kennard in a January 1998 article from
the Philadelphia Inquirer. "Unfortu
nately, it's not being allowed to work
the way Congress wrote it. It's being re
written by judges, rewritten bycompa
nil'S that would rather litigate than
compete.... Every time we talk to cable
operators and complain about spiral
ing rates, they throw up their hands
and say they can't do anything about it,
it's programming. I want to know why

consumers are bearing the brunt o!
programming costs."

The New York Times News Service
reported in January 1998 that the FCC

"confirmed in a report...what most
cable television subscribers already
knew: the information revolution has

failed to create serious
competition to standard
cable television and that
the public is paying higher
rates as a result."

In the recent "Deregula
tion: Micromanaging the
Entry and Survival of Com
petitors," Alfred E. Kahn of
Cornell University wrote,
"Government interventi.ons
must aim to prOVide fair
competitive opportunities,
not protect competitors
from efficient competition.

"Competition is a dy
namic process: It is that
process that produces ben
efits for the public, over
time. To the extent regula
tors exert themselves to es
tablish and preserve the
conditions necessary for
efficient competition to
work, they will be playing a
socially beneficent role. To
the extent they engage in
actions that will enable
them personally to take
credit for those beneficent
results, whether by decree
ing qUick reductions in po

litically sensitive rates or in pointing to
competitors whose survival they have
ensured by interfering with the com
petitive process, they will violate the
essential spirit of deregulation and
competition itself."

In the worlds of electricity and tele
communications, the development of
a technology- and consumer-driven
competitive market is underway. There
is no turning back-nor would our so
ciety want to. To business leaders and
government offiCials it has to be com
petition. The consumers will decide
which competitors survive. +


